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RESERVE BANK STUDY: SECTORAL DEPLOYMENT OF BANK CREDIT

Agri sector credit stagnates,

badloans surge over 40

GEORGEMATHEW
MUMBAI FEBRUARY13

THE SHARE of distressed agricul-
ture sector innon-food credit off-
take has remained stagnant and
thebanks'expostredeclinedeven
as non-performing assets in the
sectorzoomed by over40 per cent
as of September 2018, a Reserve
Bank of India (RBI)report has said.
Credit growthtothefarmsec-
torfell toalowof 3.8 per cent dur-
ing the fiscal ended March 2018
and improved marginally to 8.4
per cent, which is much lower
than the overall non-food bank
credit growthof 128 percentasof
December2018. However, NPAsin
the farm sector have crossed R
1,00000crorebySeptember2018
as againstaround Rs 70,000 crore
in September 2017, a rise of over
40 percentinayear.
“Notwithstanding the volatil-
ity ingrowth, the share of agricul-
ture (including farm credit, loans
foragricultural infrastructureand
ancillary activities) in total non-
food credit has remained broadly
unchanged at around 13 per cent
over the years, which could be
largely attributed to priority sec-
torlending (PSL),"theRBlsaidina
studyon " Sectoral Deployment of
Bank Credit’, “Despite targeted
lending, credit disbursement to
agriculture in 2017-18 has devi-
ated from the trend, reflecting
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Loanwaiversturn
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o 01 lending

income support scheme,

BAD LOANS in the agriculture sector have touched the
Rs 11akh crore markaas the distressed farming community
has failed to get reasonable prices for the produces,

Onthe other hand, the central bank says banks are wary
of lending to the sectorinthe wake of rising loan waivers. The
government and the central bank may have to do muchmore
to boost the agri sector, the lifeline of the country, rather than
restricting the incentives to loan waivers and the proposed

drought in some states in the
southern region, while expecta-
tions of announcement of farm
loan waivers have made banks
generally averse tolending to this
sector. Consequently,exposuresof
both public and private sector
banks has been falling," the RBI
said. NPAsinfarmsectorwereless
than Rs 40,000 crore in March
2015.In4 years, it has more than
doubled asfarmers failed toget re-
alistic returns and defaulted on
loan repayments, The farm sector
showed good performance be-
tween2008.and 2010whencredit
offtake bythe sector was between
19 percentand 227 per cent.
The farmsector'soutstanding
credit has remained at Rs

1082100 crorein November 2018
as against Rs 10,30,200 crore in
Matrch 2018, according to the RBI
data. Finance Minister Piyush
Goyal had announced a farmers
support scheme of Rs 6,000 per
annum in the interim Budget on
February 1. Many states had also
announced loan waiver schemes
for farmers. Banking experts say
governments will have to do
much more, especially on the
structural front, to put the farm
sector back on therails.

During periodsof fiscal adjust-
ment,like the one thatishoundto
arise due to farm loan waivers,
capex (capital expenditure) be-
comesasofttarget for deficit con-
trol. This has already been wit-

"o:RBI

nessedinthe caseof Maharashira,
Rajasthan and Karnataka, which
hadannounced farmdebt waivers
outside the Budget in FY18,
Despite revenie receipt surpass-
ing the budgeted amount, these
states could not keep therevenue
deficitatthe budgeted level, asthe
farm loan waivers led toarise in
revenue expenditure, India
Ratings said inareport.

According to the RBI, NPAs
have depressed credit to major
sectors, while sector specific is-
sueshavealsodriven thedirection
of credit. “Empirical analyses fur-
ther show industry's growth
crowdingoutthe credittoagricul-
ture,"it said.

Meanwhile, the nascent re-
covery, which set during the sec-
ond half of 2017-18, has contin-
ued into 201819, supported by
several factors - uptickin fixed as-
setformationand easing stressin
infrastructure, the RBI study said.
Within industries, credit offtake
by the medium and large seg-
ments has returned to positive
territoryinrecent months, but re-
mained insipid, Creditflow tomi-
cro and small industries contin-
es to be negligible, with growth
still in the contraction zone,
According tothe RBI's latest data,
bank credit showed a growth of
145 percentatRs 9429 lakh crore
and deposits grew at a tepid 9.63
percenttoRs 121.22lakh crore for
the fortnight ending February 1.



